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CPA:  WELL  MEANING  BUT  NOT  GOOD  HOUSING  POLICY 

Boston  voters  on  November  6'*’  will  vote  on  Question  1,  whether  to  accept  the  Community  Preservation  Act  (CPA) 
to  add  a 2%  surcharge  on  annual  real  estate  taxes.  The  funds  would  be  used  to  support  the  special  purposes  of 
affordable  housing,  open  space  and  historic  resources.  This  legislation  involves  complex,  long-term  policy, 
economic  and  process  issues  that  each  voter  should  consider  carefully.  What  makes  the  CPA  vote  on  November  6''’ 
so  difficult  is  that  it  forces  choices  between  concerns  of  the  economic  consequences  of  raising  property  taxes  by  2% 
in  a weak  economy  and  the  acknowledgement  that  there  is  a real  need  for  more  affordable  housing  in  Boston  and  the 
region.  The  affordable  housing  need  is  a regional  problem  but  the  CPA  does  not  provide  a regional  solution.  Also 
at  issue  is  the  Commonwealth’s  financial  support  for  housing  assistance  that  has  not  kept  pace  with  the  increasing 
needs  as  other  services  such  as  education  reform  and  transportation  vie  for  resources.  Establishing  special  revenues 
for  three  special  purposes  with  spending  decided  by  an  appointed  committee  outside  of  the  normal  budget  and 
prioritization  process  will  not  adequately  address  the  greater  Boston  housing  problem. 

The  Bureau’s  previous  report  on  the  CPA* (Special  Report 
No.  2-01),  expressed  serious  concerns  about  the  possible 
economic  consequences  of  raising  property  taxes  by  2%  in  an 
economy  at  the  brink  of  a recession.  That  concern  is 
heightened  for  a city  like  Boston  that  depends  so  heavily  on 
the  property  tax  and  new  development  to  fund  basic  services. 

Business  already  pays  70%  of  the  property  tax  levy  even 
though  it  represents  42%  of  taxable  value.  Also,  the 
slowdown  in  the  Massachusetts  economy  will  impact  local 
aid  growth  for  Boston  in  fiscal  2003,  making  now  a poor 
time  to  increase  property  taxes  by  2%  for  special  purposes. 

Housing  Situation 

As  one  of  three  purposes  for  CPA  funds,  housing  has 
received  greater  attention  in  the  Boston  area.  The  economic 
success  of  the  Boston  regional  economy  over  the  past  several 
years  has  contributed  to  rising  house  prices  and  rents,  as 
housing  production  has  not  kept  pace  with  demand.  New  job 
growth  has  attracted  new  residents  to  the  Boston  area, 
increasing  demand  for  housing.  Also,  the  cost  of  producing 
housing  in  the  Boston  area  is  very  high.  Incomes  have 
grown  with  the  economy  but  they  have  not  grown  as  fast  as 
housing  prices,  creating  greater  housing  burdens.  According 
to  the  Census  Bureau’s  American  Housing  Survey,  over  40% 
of  the  renter  households  in  the  state  spent  more  than  30%  of 
their  income  on  housing  in  1998,  while  23%  spent  more  than 
50%.  In  Boston,  the  numbers  are  higher  in  both  categories. 

Public  housing  also  cannot  meet  demands  as  exemplified  by 
the  14,000  people  on  the  Boston  Housing  Authority’s  waiting  list.  The  local  tax  structure  that  places  a heavy 
reliance  on  property  taxes  for  municipal  services  influences  decisions  on  land  use  planning.  Local  governments  may 
restrict  affordable  housing  growth  to  limit  increases  in  municipal  expenses,  especially  education  costs. 


THE  COST  OF  CPA  IS... 

The  2%  surcharge  would  generate  approximately 
$14  million  of  which  business  property  would  pay 
81%  of  the  total.  The  Commonwealth  would  match 
a share  of  the  surcharge,  which  in  fiscal  2002  is 
expected  to  be  100%  for  a total  of  $28  million.  The 
state  share  will  change  in  future  years  depending  on 
the  number  of  communities  accepting  the  CPA  and 
the  state’s  financial  position. 

At  2%  based  on  fiscal  2001  values,  a typical  tenant 
in  a Boston  office  building  with  50,000  sq.  ft.  would 
pay  $7,680  and  a small  business  owner  in  a 
neighborhood  business  district  with  4,500  sq.  ft. 
would  pay  $240.  The  business  surcharge  would 
range  from  a few  hundred  dollars  to  over  $400,000. 
The  average  homeowner  would  pay  $17.74  based 
on  the  residential  value  of  $233,360  or  $31.84  for  a 
house  valued  at  $300,000.  The  first  $100,000  of 
residential  value  is  exempt  from  the  surcharge. 
Existing  real  property  tax  exemptions  would  apply. 
Those  who  own  and  occupy  a home  and  who 
qualify  for  low  income  housing  by  making  less  than 
$36,750  or  low  or  moderate  senior  housing  by  being 
60  years  old  and  making  less  than  $49,000  would 
pay  no  surcharge. 
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The  CPA  Is  Not  A Regional  Housing  Solution 

Will  the  CPA  become  the  mechanism  by  which  communities  in  the  Boston  metropolitan  area  increase  their  production  of 
affordable  housing  or  will  it  exacerbate  the  current  situation  of  relying  on  Boston  and  the  inner  cities  to  provide  the  bulk  of 
affordable  housing  while  the  suburban  towns  protect  open  space?  The  answer  will  depend  on  how  the  CPA  is  implemented 
locally  but  the  current  housing  status  does  not  raise  expectations  that  the  CPA  alone  will  provide  a regional  housing  solution. 
Further  state  incentives  will  be  needed. 


The  CPA  requires  that  a minimum  of  10%  of  the  total  annual  CPA  revenues  must  be  spent  for  acquisition,  creation  and 
preservation  of  each  of  the  three  special  purposes:  (1)  open  space,  (2)  low/moderate  income  housing  and  (3)  historic  resources. 
The  remaining  70%  must  be  allocated  among  these  three  areas,  although  up  to  5%  of  the  annual  revenues  can  support  CPA 
administrative  and  operating  expenses.  Thus,  as  much  as  75-80%  of  the  annual  funds  can  be  allocated  to  one  of  the  three 
purposes.  How  the  funds  will  be  allocated  will  be  based  on  the  recommendations  made  by  a local  CPA  committee  of  5 to  9 
members  established  by  ordinance.  Mayors  and  Councils  or  Town  Meeting  will  have  little  discretion  over  the  spending  of  the 
CPA  funds  since  they  can  only  approve  or  reduce  the  recommendations,  not  add  to  them  or  substitute  projects. 


Today,  there  is  a substantial  deficit  of  affordable  housing  in  the  region  and  a lack  of 
affordable  housing  production  outside  of  Boston.  That  point  is  demonstrated  clearly  by  the 
latest  2001  survey  by  the  Massachusetts  Department  of  Housing  and  Community 
Development  (DHCD).  The  survey  shows  that  in  the  Boston  Primary  Metropolitan 
Statistical  Area  (PMSA)  that  consists  of  127  cities  and  towns,  only  Boston  and  eight  other 
communities  meet  the  State’s  minimum  standard  that  10%  of  their  housing  stock  be 
affordable.  The  nine  municipalities  represent  32.9%  of  the  regional  year  round  housing 
units  but  provide  60.1%  of  the  region’s  affordable  housing.  The  City  of  Boston  represents 
18.5%  of  the  PMSA’s  housing  units  but  provides  40.0%  of  the  region’s  affordable  housing. 


. . . Boston  represents  IS. 5% 
of  the  PMSA 's  housing  units 
but  provides  40%  of  the 
region 's  affordable  housing. 


An  additional  41,824  units  of  affordable  housing  would  be  built  if  the  118  communities  in  the  Boston  PMSA,  below  the  10% 
standard,  increased  production  of  affordable  housing  units  to  meet  that  standard.  These  1 18  cities  and  towns  make  up  67.1%  of 
the  Boston  PMSA’s  housing  units  and  39.9%  of  its  affordable  housing.  The  average  percent  of  the  affordable  housing  stock 
for  these  communities  is  5.4%. 


Municipalities  that  have  approved  the  CPA  do  not  have  a strong  track  record  of  commitment  to  affordable  housing.  To  date  30 
towns  have  approved  the  CPA  and  of  the  29  with  housing  information  from  DHCD,  only  Amherst  (10.4%  based  on  940  units) 
and  Aquinnah  (21.9%  based  on  34  units)  have  built  affordable  housing  at  or  over  10%  of  the  total.  The  average  affordable 
housing  rate  for  the  29  communities  is  3.8%.  Only  six  out  of  29  communities  exceed  5%  of  affordable  units.  These  numbers 
do  not  foster  expectations  that  a large  share  of  the  CPA  funds  will  be  utilized  to  support  affordable  housing. 


State  Support  For  Housing  Assistance 

The  increased  focus  on  Boston  and  other  municipalities  to  provide  financial  support  for  affordable  housing  is  due,  in  good  part, 
to  the  fact  that  the  Federal  government  and  the  Commonwealth  have  not  kept  pace  with  the  increasing  housing  needs. 
Following  several  years  of  state  cutbacks  in  the  first  half  of  the  1990s,  funding  for  housing  assistance  has  been  fairly  constant 
for  the  last  few  years  as  other  priorities  vie  for  resources.  In  the  five  years  from  fiscal  1996  to  fiscal  2001,  the  State’s  operating 
budget  increased  by  29.6%  but  the  budget  for  housing  assistance  increased  by  1 1.1%.  At  the  same  time,  education  local  aid  in 
support  of  the  Education  Reform  Act  increased  by  77.7%.  Housing  assistance  as  a percent  of  the  State’s  budget  has  decreased 
from  1.3%  in  fiscal  1988  to  0.7%  in  fiscal  2001.  On  the  capital  side,  total  capital  spending  over  the  five-year  period  increased 
by  63.7%,  while  spending  for  housing  increased  by  22.7%.  Capital  spending  for  transportation  increased  by  52.4%  during  this 
time.  In  an  effort  to  address  the  housing  situation,  the  Commonwealth  did  establish  in  fiscal  2001  a $100  million  Affordable 
Housing  Trust  Fund  that  will  provide  $20  million  per  year  for  five  years  in  capital  funds  to  be  administered  by  the  DHCD. 
However,  the  second  year  installment  for  fiscal  2002  is  in  Conference  Committee  and  may  not  be  funded  this  year.  As  a result 
of  a recent  housing  bond  authorization  and  an  increase  in  the  state’s  bond  cap,  capital  spending  for  housing  is  proposed  to 
increase  by  $21  million  in  fiscal  2002. 

Conclusion 

A recent  report  by  the  Metropolitan  Area  Research  Corporation  and  Citizens’  Housing  And  Planning  Association  entitled, 
Boston  Metropatterns,  focused  on  the  social  and  economic  trends  impacting  greater  Boston  communities.  The  report 
recommended  that  local  communities  go  beyond  the  minimum  10%  to  fund  affordable  housing  plans  but  suggested  that  if  that 
did  not  happen,  the  CPA  could  end  up  “encouraging  sprawl  and  social  separation.”  For  the  CPA  to  contribute  to  a regional 
housing  solution,  the  Commonwealth  may  need  to  provide  further  incentives.  Any  financial  incentives  should  come  from 
additional  state  funds  rather  than  a restructuring  of  existing  local  aid.  However,  in  light  of  the  State’s  anticipated  budget 
problems  over  the  next  three  years,  additional  funding  will  be  difficult  to  secure. 


